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PercJn’s  “Greater  Argentina”  and  the  United  States 

BY  OLIVE  HOLMES 


AFTER  two  years  of  an  administration  unpar¬ 
alleled  in  Argentine  history  for  its  sweeping  inno¬ 
vations,  the  Peron  government  has  reached  an 
unmistakable  turning-point.  The  regime  rose  to 
(xjwer  as  the  agent  of  a  revolution  which  had  been 
in  the  makfct  since  the  end. of  World  War  I.  It 
promised  tokrte  Argentina  economic  independence, 
to  refash ioiVflie  nation  in  the  image  of  the  great 
industrial  powers,  and  to  make  the  Patria  a  force 
to  be  reckoned  with  in  South  America  and  the 
world  at  large. 

Circunfttanocs  seem?^  auspicious  as  the  peronista 
program  "^ol:  iinderway^  in  ,1946.  The  regime  had 
been  consolidated  and  the  opposition  was  silenced; 
the  administrative  machinery  for  state-promoted 
industrialization  was  in  readiness;  and  the  outside 
world  was  literally  lining  up  on  Argentina’s  door¬ 
step  to  buy  the  foodstuffs  whose  sale  abroad  was  to 
finance  its  new  public  works  and  industries.  This 
radical  new  government,  however,  inherited  one 
great  problem:  the  traditional  unbalance  of  Ar¬ 
gentina’s  trade  with  Britain  and  the  United  States. 
The  old  conservative  government  had  met  this 
problem  by  entering  into  a  virtually  exclusive  eco¬ 
nomic  relationship  with  Britain.  But  postwar  Brit¬ 
ain  has  been  unable  to  hold  up  its  end  of  the  bar¬ 
gain  at  a  time  when  imports  of  industrial  equip¬ 
ment  were  vitally  necessary  if  Peron’s  promise  of 
a  “greater  .Argentina”  was  to  be  carried  out.  Ar¬ 
gentina  perforce  turned  to  the  United  States  for 
this  equipment,  although  it  was  unable  to  offer  our 
competitive  economy  much  in  return.  Various  fac¬ 
tors  combined  to  postpone  the  reckoning.  Since 
mid-1947,  however,  it  has  become  apparent  that 
the  easy  getting  and  spending  of  Argentina’s  early 
{X)stwar  period  is  over. 

The  so-called  Five  Year  plan  entailed  a  race 
against  the  time  when  Argentina’s  means  of  pay¬ 
ment — its  raw  materials  exports — would  no  longer 
he  in  abnormally  high  demand.  The  timing  has 
been  upset  by  continuing  dislocations  of  the  coun¬ 
try’s  trade,  to  which  the  administration  itself  con¬ 
tributed  by  dissipating  its  reserves.  Today  a  mount¬ 
ing  note  of  uncertainty  sounds  through  the  gov¬ 


ernment’s  defiant  statements  on  national  policies, 
and  Argentines  in  general  are  increasingly  wary 
about  the  future.  A  review  of  immediate  nation¬ 
alist  targets,  particularly  of  the  scope  and  speed 
of  industrialization,  now  appears  necessary.  Real¬ 
ization  that  overhauling  of  Peron’s  economic  pro¬ 
gram  is  fraught  with  political  danger  to  the  regime 
explains  why  it  has  not  been  undertaken,  and 
will  not  be  attempted  if  stopgap  measures  to  main¬ 
tain  Argentina’s  purchasing  power  can  be  sub¬ 
stituted. 

“GREATER  ARGENTINA” 

The  Peron  administration  frankly  aims  to  estab¬ 
lish  Argentina  as  a  new  p)ower  in  the  world.  As 
spelled  out  by  the  nationalists,  the  term  “economic 
independence”  means  more  than  that  national  en¬ 
terprises  and  resources  shall  be  wholly  owned  by 
Argentina.  Within  a  short  space  of  time,  it  is  hoped, 
an  economy  of  abundance  will  be  created,  by 
means  of  Argentine  savings  alone,  which  is  ex¬ 
pected  to  supply  most  domestic  needs  and  be 
“hardly  vulnerable  to  external  economic  forces.”* 
In  addition,  this  “greater  Argentina”  will  make 
long-term  investments  and  develop  markets  and 
supplementary  industries  in  other  countries.  Its 
people  within  another  ten  years  will  enjoy  a  stand¬ 
ard  of  living  as  high  as  that  of  the  United  States 
now,  and  will  exercise  a  voice  in  international 
affairs  in  keeping  with  their  new  economic  status. 

The  much  advertised  Five  Year  plan  (1947-51), 
submitted  to  Congress  in  October  1946,  is  the  pros¬ 
pectus  of  the  “large”  nationalist  objectives.’  Actu¬ 
ally  many  of  the  projects  contained  in  the  Plan 
Quinquenal  have  been  gathering  dust  on  the 
shelves  of  Argentine  ministries  for  years.  Peron’s 
contribution  lay  in  pulling  these  and  other  meas¬ 
ures  together  into  a  loose  but  extensive  plan  for 
economic  development.  A  reading  of  the  Plan  de 

1.  VifRil  Salcra,  “The  Argentina  To  Come,”  Inter-American 
Economic  Affairs,  Summer  1948. 

2.  Prcsidencia  de  la  Nacion,  Sccrctaria  Tccnica,  Plan  de  Go- 
hierno,  t()47-tg$i,  Vol.  I.  Sec  pp.  7-27  for  Peron’s  general 
presentation  to  Congress.  The  plan  was  approved  by  the  Cham¬ 
ber  of  Deputies,  almost  without  debate,  on  March  28,  1947. 
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ket,  the  United  States,  combined  to  distort  tra¬ 
ditional  terms  of  trade  and  lcK)sen  the  close  eco¬ 
nomic  ties  that  made  Argentina,  in  the  words  of  a 
British  Member  of  Parliament,  “our  best  colony.”’ 
After  the  crash  of  1929,  which  reverberated  in  the 
South  American  country  with  falling  agricultural 
prices,  foreclosures  and  depreciation  of  the  peso, 
rural  conservative  Argentina’s  only  recourse  was  to 
institute  a  tight  bilateralism  with  Britain  which  was 
more  to  the  advantage  of  the  British  than  to  that 
of  the  Argentines,^ 

The  world  depression  gave  the  nationalists  the 
opportunity  they  had  been  waiting  for.  Currency 
depreciation  and  exchange  control  after  1933  fa¬ 
vored  the  rise  of  local  industry  and  of  a  new  social 
grouping,  the  merchants  and  industrialists  of  im¬ 
migrant  origins.  Barred  by  the  political  hold  of  the 
landed  conservatives  from  securing  objectives  such 
as  high  tariff  protection,  the  new  industrialists 
were  the  natural  allies  of  the  nationalists  who 
blamed  all  Argentina’s  ills  on  foreign  “monopoly 
capital.”  Disguised  under  the  hated  concept  of  the 
international  division  of  labor,  foreign  capital  and 
conservative  Argentine  governments,  according  to 
the  nationalists,  had  connived  to  keep  the  nation 
poor,  divided  internally,  its  infant  industries  at  the 
mercy  of  el  dumping  practiced  by  foreign  mass 
producers,  its  agricultural  exports  vulnerable  to 
the  fluctuations  of  an  unpredictable  world  market, 
and  its  allegedly  enormous  mineral  wealth — base 
of  any  future  heavy  industry  in  the  country — de¬ 
liberately  unexploited,  and  even  unexplored.  The 
industrialists  and  nationalist-minded  writers,  econ¬ 
omists  and  engineers  opposed  both  foreign  capi¬ 
tal,  which  would  keep  Argentina  a  handmaiden 
to  the  great  industrial  powers,  and  the  “constitu¬ 
tional  liberalism”  of  the  old-time  parties  which 
“exaggerated  the  foreign  vogue.”  In  the  circum¬ 
stances  in  which  the  country  found  itself  after 
1940,  the  idea  gained  currency  that  Argentina,  al¬ 
lied  with  its  neighbors,  possessed  the  requisites 
of  a  self-sufficient  economic  bloc  and  a  “new  power 
in  the  world  of  the  ‘great  nations.’”^ 

FOREIGN  POLICY  AS  AN  INSTRUMENT 


Gohierno  makes  it  clear  that  the  present  character 
of  the  economy  is  to  be  retained,  but  its  dependence 
on  imported  raw  materials  and  semifinished  ma¬ 
terials  is  to  be  reduced  and  the  income  from  its 
exports  “saved”  for  purchases  of  essential  materials 
which  cannot  be  produced  locally.  The  Five  Year 
plan  is  simply  the  capstone  of  the  edifice  which 
has  been  in  the  building  since  1943.  Its  cumulative 
effect  has  been  to  concentrate  vast  potential  power 
in  the  state,  virtually  acceding  to  Peron’s  demand 
that  “all  the  inhabitants,  all  their  energies,  all  their 
wealth”  be  mobilized  for  the  program’s  execution.^ 

BACKGROUND  FOR  NATIONALISM 

The  regime’s  national  power  objectives  were  not 
plucked  out  of  the  air.  Other  countries  in  Latin 
America  and  throughout  the  world’s  great  under¬ 
developed  areas  are  voicing  the  desire  for  “eco¬ 
nomic  independence”  only  slightly  less  aggressively. 
Perdn’s  constantly  reiterated  intention  of  making 
Argentina  strong  appeals  to  the  latent  nationalism 
of  Argentines  who,  as  one  of  their  great  nineteenth 
century  Presidents  said,  “of  whatever  class  they 
may  be  .  .  .  have  a  high  concept  of  their  value  as 
a  nation.”  It  coincided,  moreover,  with  the  ideas  of 
nationalist-minded  groups  which  long  before  1943 
had  succeeded  in  making  a  definite  imprint  on 
government  policies  in  certain  areas,  notably  those 
regulating  relations  with  other  South  American 
countries  and  the  inter-American  system.^ 

British  investments  dating  from  the  nineteenth 
century  in  railways,  land,  packing  houses,  and  so 
forth,  had  been  instrumental  in  building  an  eco¬ 
nomic  order  based  on  exchange  of  Argentine  meat 
and  grains  for  British  textiles  and  machinery,  and 
a  political  order  perpetuating  control  by  the  landed 
aristocracy — the  oligarchy  against  which  Peron  now 
inveighs — which  lived  by  this  exchange.  In  the 
prosperous,  free-trading  era  of  the  past  century^ 
this  arrangement  worked  exceedingly  well.  Since 
World  War  I,  however,  Britain’s  decline  and  the 
rise  of  a  new  competitor  for  the  Argentine  mar- 

3.  For  text  of  Peron’s  speech  of  June  10,  1944,  see  La  Prensa 
(Buenos  Aires)  June  ii,  1944.  For  survey  of  measures  to  be 
undertaken  under  the  Five  Year  plan,  or  in  close  conjunction 
with  it.  see  Economic  Development  in  Selected  Countries: 
Plans,  Programmes,  and  Agencies  (Lake  Success,  United  Na¬ 
tions,  1947),  pp.  18-49.  On  September  i,  1948  the  Argentine 
Congress  passed  a  bill  for  the  General  Organization  of  the 
Nation  in  Time  of  War  which  gives  the  President  unprece¬ 
dented  powers  in  vaguely  defined  periods  of  “emergency.” 
La  Prensa  (Buenos  Aires),  September  2,  1948. 

4.  Argentine  nationalism  gathered  impetus  after  1930.  The 
editor  of  the  Revista  de  Economia  Argentina,  Alejandro  Bunge, 
was  the  first  to  give  economic  content  to  the  nationalist  dream, 
and  to  inspire  active  interest  in  the  project  for  a  customs  union 
in  southern  South  America.  His  ideas  profoundly  influenced  a 
circle  of  young  economists  who  after  1943  assumed  important 
positions  in  the  nationalist  government. 


The  Peron  administration  in  its  first  three  years 
made  no  break  with  the  classic  Argentine  insist¬ 
ence  on  freedom  of  action  in  world  affairs.®  At  a 

5.  Quoted  by  Peron  in  his  message  to  Congress  on  the  Five 
Year  plan.  Plan  de  Gohierno,  cited,  p.  ii. 

6.  See  Ysabel  Fisk  and  Robert  Rennie,  “Argentina  in  Crisis,” 
Foreign  Policy  Reports,  May  15,  1944. 

7.  Alejandro  Bunge,  Economia  Argentina,  (Buenos  Aires, 
Agencia  General  de  Librerias  y  Publicaciones,  1928-30),  Vol.  VI. 

8.  This  postulate  was  stated  with  emphasis  in  the  famous 
speech  of  June  10,  1944  in  which  Peron,  then  Minister  of  War, 
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lime,  however,  when  the  world  was  dividing  into 
two  opposing  camps,  the  regime  announced  its 
intention  of  steering  a  middle  course,  avoiding 
“capitalistic  and  totalitarian  extremism,  whether  of 
the  Right  or  the  Left.”"'  In  international  confer¬ 
ences  and  organizations,  Argentina  has  always  as¬ 
sumed  the  role  of  champion  of  national  sovereignty 
and  the  rights  of  small  nations.  Recently  it  has 
also  taken  the  lead  in  a  group  of  “neutral”  nations 
anxious  to  arbitrate  the  differences  of  the  great 
powers.  This  new  role  of  conciliator  was  climaxed 
by  the  efforts  of  Foreign  Minister  Juan  Bramuglia 
as  chairman  of  the  UN  Security  Council  in  No¬ 
vember  1948  to  find  a  solution  of  the  Berlin  ques¬ 
tion  acceptable  both  to  Russia  and  the  West. 

In  numbers,  the  Latin  American  countries  form 
the  nucleus  of  a  group  within  the  UN  which  does 
not  sympathize  with  the  U.S.S.R.  but,  on  the  other 
hand,  does  not  always  see  eye  to  eye  with  the 
United  States,  particularly  on  matters  of  economic 
policy.  Peron’s  statements  leave  little  doubt  that  he 
would  like  to  transform  this  group  into  a  “third 
bloc”  of  Latin  nations  led  by  Argentina. This 
group  would  be  based  on  a  customs  union  among 
Latin  American  countries  which  would  reverse  the 
sixteenth  century  roles  of  the  Old  and  New  Worlds 
by  then  attracting  the  ancient  Iberian  homeland, 
and  even  perhaps  the  “Latin  outposts”  of  France 
and  Italy,  into  their  orbit.  Underlying  this  project 
is  the  assumption  that  the  interest  of  these  peoples 
of  Mediterranean  origins  lies  neither  with  the 
.\nglo-Saxon  nor  the  Slav  groups,  but  that,  iso¬ 
lated,  no  Latin  country  can  hope  to  resist  the  pres¬ 
sures  exerted  by  the  two  great  blocs  which,  al¬ 
though  opposed  now,  Perdn  warns,  may  at  any 
time  become  united.  The  Latin  bloc  is  an  ambi¬ 
tious  extension  of  the  old  nationalist  dream  of  a 
union  of  South  American  countries,  rivaling  the 
power  of  the  United  States,  which  Argentina  has 
always  contested  within  the  inter-American  system. 

A  bewildering  variety  of  techniques  has  been 
used  by  the  Buenos  Aires  administration  to  spread 
Argentine  influence.  As  noted,  cultural  appeals 
have  been  addressed  to  Spain,  Italy,  and  the  Latin 
American  neighbors.  In  the  latter  countries  rent 
by  labor  strife  and  social  protest,  the  vaunted 
peronista  program  of  social  reforms  has  not  been 
without  effect.  More  than  any  other  single  factor, 
foreign  trade  has  been  put  to  work  as  an  instru¬ 
ment  of  national  power  policies.  The  devices  adopt- 

(livulgccl  his  philos<iphy  of  government.  Im  Prensa  (Buenos 
Aires),  June  ii,  19.^4. 

0.  Nrw  Yorl(  Times,  July  7,  1947. 

10.  See,  for  example,  text  of  address  made  by  Peron  to  a 
delegation  of  Brazilian  students,  Ijt  Prensa  (Buenos  Aires), 
July  7,  1948. 


ed  in  the  attempt  to  enhance  Argentina’s  trade  po¬ 
sition  and  extend  its  prestige  demonstrate  a  thor¬ 
ough  grasp  of  the  techniques  of  economic  pene¬ 
tration  which  were  developed  in  Europe  during 
the  interwar  years,  and  of  which  Argentina  itself 
had  a  taste  in  Germany’s  trade  offensive  after 
1936."  Progressive  extension  of  controls  over  the 
Argentine  economy  has  enabled  the  regime  to 
manipulate  trade  and  investment  as  it  sees  fit, 
within  the  framework  of  a  policy  making  capital 
out  of  world  shortages.  Export  and  import  con¬ 
trols,  differential  exchange  rates,  credits,  and  barter 
arrangements  have  been  pressed  into  service  to 
further  political  as  well  as  purely  “economic”  ends. 
Nowhere  is  this  more  apparent  than  in  the  trade 
and  financial  agreements  negotiated  with  surround¬ 
ing  countries. 

ARGENTINA’S  OPPORTUNITY 

Europe’s  economic  extremity  at  the  end  of  World 
War  II  seemed  to  be  Argentina’s  opportunity  to 
win  a  place  in  the  sun.  At  the  turn  of  1945-46, 
accordingly,  the  Buenos  Aires  government  launched 
a  simultaneous  attack  on  three  objectives  requisite 
to  the  winning  of  economic  independence:  i) 
liquidation  of  the  foreign  debt  and  “repatriation” 
of  investments  held  abroad;  2)  a  drive  for  new 
and  expanded  markets  in  South  America,  Europe 
and  even  the  Near  and  Middle  East;  and  3)  en¬ 
couragement  of  imports  of  capital  goods  and  raw 
materials  intended  to  strengthen  the  industrial 
sector  of  the  economy. 

The  moment  seemed  extraordinarily  favorable 
for  Argentina.  It  had  accumulated  the  equivalent 
of  $4(K>  million  in  gold  at  home,  $790  million  in 
gold  and  dollars  abroad,  and  $400  million  in  pound 
sterling  and  other  foreign  exchange  assets — its 
blocked  sterling  resulting  from  Britain’s  unusually 
large  wartime  trade  deficit.  In  December  1945 
Argentina  had  $1,630  million  in  gold  and  foreign 
exchange.’’ 

whe.at  windfall 

In  a  short  space  of  years,  moreover,  Argentina’s 
cereals  had  moved  from  the  category  of  surplus  to 
that  of  short-supply.  Its  importance  as  the  second 
largest  wheat  exporter  was  enhanced  by  the  critical 
world  shortage  of  that  commodity,  which  as  a  re¬ 
sult  of  accumulating  wartime  deficits  and  crop 
disasters  in  1945-46  amounted  to  8  million  tons.'^ 

11.  For  analysis  of  these  techniques,  see  A.  O.  Hirschman, 
Xational  Power  and  the  Structure  oj  Poreifin  Trade  (Berkeley, 
University  of  California,  1945),  especially  pp.  115-16. 

12.  See  Banco  Central,  Memoria  Anual  7946  (Buenos  Aires, 

1947).  P-  69- 

13.  "The  World  FtKxl  .SlK)rtage,”  The  Economist  (London), 
April  6,  1946. 
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The  Peron  administration  planned  to  use  food 
sales  abroad  to  build  what  it  termed  a  sound  econ¬ 
omy.  The  windfall  represented  by  extraordinary 
postwar  demand  for  its  raw  m.aterials  was  to  un¬ 
derwrite  the  costs  of  the  public  works  and  new 
industries  of  the  Five  Year  plan  which  was  then 
taking  shape. 

This  decision  dictated  far-reaching  changes  in 
commercial  policy  and  institutional  arrangements. 
In  the  first  place,  it  influenced  the  size  and  direc¬ 
tion  of  outright  gifts  and  donations  to  needy  Euro¬ 
pean  nations  that  Argentina  might  be  prepared  to 
make,  and  the  degree  to  which  the  government 
would  participate  in  international  conferences  and 
agencies  set  up  to  effect  an  equitable  distribution 
of  food  and  other  supplies  in  the  immediate  post¬ 
war  period.  Buenos  Aires  therefore  refused  to  asso¬ 
ciate  itself  with  the  UN  Relief  and  Rehabilitation 
.\dministration,  rejected  repeated  invitations  to  be¬ 
come  a  member  of  the  International  Emergency 
Food  Council,  and  did  not  agree  to  the  proposal 
for  an  International  Wheat  Agreement  drafted  by 
the  International  Wheat  Council. It  was  evident 
that  the  regime  did  not  intend  to  surrender  to  in¬ 
ternational  organizations  in  the  relief  field  its  right 
of  independent  action. 

The  task  of  outfitting  the  economy,  in  the  sec¬ 
ond  place,  could  not  safely  be  left  to  private  enter¬ 
prise,  and  the  central  postulate  of  the  new  eco¬ 
nomic  policy  therefore  became  state  control  of 
trade.  In  May  1946,  just  before  Peron  assumed 
office,  the  Argentine  Institute  for  the  Promotion  of 
Trade  (lAPI)  was  created  with  general  powers 
(which  were  later  made  exclusive  in  some  cases) 
for  the  purchase,  marketing  and  export  of  cereals, 
meats,  hides,  quebracho,  and  so  forth,  and  with 
rights  to  set  import  quotas  and  determine  issu¬ 
ance  of  exchange  permits.  An  earlier  decree  placed 
control  of  all  exchange  earned  from  trade  in  the 
hands  of  the  Central  Bank  of  Argentina.  Through 
these  two  interlocking  agencies,”  the  government 
was  able  to  control  domestic  and  export  prices  of 
key  commodities,  and  determine  quantities,  type 

14.  Arpentina’s  policy  of  non-co-operation  aroused  consid¬ 
erable  criticism,  particularly  from  the  International  Emergency 
Food  Council,  which  charged  on  September  17,  1947  that 
Argentina  was  slowing  down  deliveries  in  the  hope  of  higher 
prices  to  finance  industries  and  build  up  a  military  machine. 
Sew  Vork^  Herald  Tribune,  September  18,  1947.  But  Miguel 
Miranda,  head  of  the  National  Economic  Council,  asserted  that 
the  twenty-one  nations  of  the  IF.FC  were  conspiring  to  hold  up 
Argentina’s  progress.  F'or  a  summary  of  his  speech  to  the  Buenos 
Aires  Stock  Exchange  on  May  29,  1947,  see  Roberts,  Meynell, 
Sews  Bulletin  (Buenos  .Aires),  No.  624.  It  should  be  noted, 
however,  that  the  International  Wheat  .Agreement  failed  of 
ratification  in  the  United  States  Senate. 

I'i-  See  F.i  ononiu  Dei  1  lopnit  nt  in  Selected  Countries,  cited, 
PP.  41.  45.  48. 
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and  origin  of  all  imports.  lAPI  has  also  made  di¬ 
rect  purchases  for  the  administration  or  for  resale. 
The  government  also  used  discriminatory  trade 
practices  running  the  entire  gamut  from  prefer¬ 
ential  treatment  for  Argentine  shipping,  as  one 
example,  to  bilateralism  and  outright  barter. 

The  regime  has  defended  its  state-trading  monop¬ 
oly  on  the  ground  that  this  permitted  Argen¬ 
tina  to  centralize  its  sales  oilers  abroad,  “elimi¬ 
nate  the  factor  which  would  permit  foreign  buyers 
to  impose  prices  at  their  own  discretion,”  and  ac¬ 
quire  equipment  without  delay.”  Moreover,  Ar¬ 
gentines  assert  that  the  “world  economy  of  scarcity” 
forced  the  country  into  bilateralism.”  In  resorting 
to  restrictive  trade  techniques,  it  should  be  pointed 
out,  Argentina  was  continuing  policies  thrust  upon 
that  nation  in  1933  by  the  world  agricultural  crisis. 
Yet  the  government  showed  little  disposition  to 
co-operate  with  international  efforts  to  re-establish 
multilateral  trade.  Argentina  was  not  one  of  the 
seventeen  “key  traders”  invited  to  the  Geneva 
meeting  of  the  ITO  Preparatory  Commission  in 
1946,  and  the  Argentine  delegation  appeared  at  the 
1947  Havana  Trade  Conference  disposed,  as  was 
promptly  announced,  not  to  “take  orders  from  any¬ 
body.”  But  Argentina’s  differences  with  the  major 
exporting  powers  went  deeper;  it  became  the  chief 
spokesman  of  the  underdeveloped  countries  in 
offering  amendments  on  quotas  and  tariffs  to  the 
draft  Charter.  Senator  Diego  Luis  Molinari,  head 
of  the  delegation,  declared;  “Argentina  will  never 
accept  any  foreign  controls  over  commerce  which 
would  conflict  with  the  domestic  program  of 
President  Peron.”” 

Amid  the  public  optimism  of  this  period,  a 
number  of  crucial  policy  problems  confronted  the 
Buenos  Aires  regime.  One  of  these  related  to  the 
allocation  of  its  wartime  assets  as  between  the 
liquidation  of  foreign  debts  and  investment,  and 
the  urgent  import  demands  of  industry  and  con¬ 
sumers.  It  would  obviously  be  influenced  by  fac¬ 
tors  not  altogether  within  Argentina’s  control, 
such  as  the  time  it  might  take  Europe  to  restore 
its  export  capacity,  the  speed  of  reconversion  in 
the  United  States  and  Washington’s  willingness  to 
dismantle  remaining  controls  over  prices  and  com¬ 
modity  movements  and,  not  least,  the  degree  to 
which  continuing  price  increases  abroad  would 

16.  Banco  Central  ilc  la  Republica  Argentina,  Memoria  Anual 
t<j47  (Buenos  Aires.  1948).  p.  3. 

17.  Banco  Central,  Memoria  Anual  1946,  cited,  p.  50. 

18.  Im  Prensa  (New  York).  December  3,  1947.  For  fuller  ac- 
c«)unt  of  the  Argentine  position  at  Havana,  see  verbatim  record 
of  Molinari’s  press  conference,  lanuary  19,  1948,  in  P,oletin  del 
Ministerio  de  Relaciones  Exteriores  (Buenos  Aires),  January  1948. 
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whiule  clown  the  purchasing  power  of  these  bal¬ 
ances.  The  terms  of  trade  were  not  moving  al¬ 
together  to  Argentina’s  advantage.  Whereas  these 
assets  had  largely  been  built  up  as  a  result  of 
an  increased  volume  of  shipments  to  the  allied 
powers  at  prices  that  were  fairly  low  by  compari¬ 
son  with  postwar  levels,  and  represented  postponed 
demand,  they  were  to  be  expended  in  a  rising 
market,  after  price  controls  had  been  abandoned 
and  “grey”  markets  had  developed  in  the  United 
States  for  steel,  machinery,  and  vehicles. 

Another  problem  concerned  the  outlook  for  the 
production  and  marketing  of  foodstuffs,  now  more 
than  ever  Argentina’s  coin  of  the  realm.  Cereal 
stocks  were  far  below  normal. Decisions  had  to 
be  made  not  only  on  the  amounts  that  should  be 
allocated  to  European  and  South  American  mar¬ 
kets,  respectively,  but  also  on  the  amount  that 
should  be  set  aside  for  the  domestic  market;  these 
decisions,  in  turn,  required  closely  reasoned  judg¬ 
ments  of  the  overriding  political  or  economic  ad¬ 
vantages  in  each  case.  The  price  factor  itself  pre¬ 
sented  new  difficulties,  for  while  the  Buenos  Aires 
administration  wanted  to  sell  export  foodstuffs  at 
maximum  prices,  it  had  promised  labor  to  keep  the 
domestic  price  of  wheat  flour  low.  Prices,  more¬ 
over,  could  not  be  isolated  from  the  entire  complex 
of  agricultural  problems. 

The  agrarian  sector  of  the  economy  was  stag¬ 
nant.  Argentine  producers  would  continue  to  grow 
grains  as  long  as  the  governments  they  controlled 
would  buy  up  surplus  grains  at  reasonably  satis¬ 
factory  prices.  Since  1936,  however,  production  in 
the  main  cereal  lines  had  not  increased,  and  the 
amount  of  acreage  planted  to  corn,  wheat,  barley, 
oats  and  rye  showed  a  downward  trend.^°  As  a 
consequence,  the  possibility  loomed  that  Argen¬ 
tina  might  not  be  able  to  meet  its  expanding  ex¬ 
port  commitments  and  at  the  same  time  satisfy  do¬ 
mestic  requirements.  This  prospect,  moreover,  was 
heightened  by  deterioration  of  agricultural  ma¬ 
chinery  and  increasing  difficulties  due  to  lack  of 
fuel,  tires,  parts,  and  so  on,  in  moving  goods  by 
rail  or  truck  from  their  point  of  origin  to  dis¬ 
tribution  centers.  The  government,  in  establishing 
its  buy-low  and  sell-high  export  policy  under  I  API, 
gambled  on  making  a  quick  killing  in  the  world 
market,  apparently  regardless  of  whether  or  not  its 
own  long-term  interests  might  thereby  be  adversely 
affected.  What  the  Casa  Rosada  either  could  not  or 
would  not  see  was  that  agrarian  reform  was  an  in- 

19.  W.  P.  Schuck,  editor,  “Argentina  at  the  Turn  ot  1945-46,” 
Argentine  Financial  Service  (Buenos  Aires),  p.  31. 

20.  Direccidn  Nacional  de  Investig.iciones,  Estadistica  y  Censos, 
Sintesis  Estadistica  Mensiial  de  la  Republic  a  Argentina  (here¬ 
after  cited  as  Sintesis  Estadistica),  March  1948,  pp.  192-94. 


tegral  requirement  of  the  entire  development  pro¬ 
gram,  and  that  the  health  of  the  agrarian  sector  of 
the  economy  was  essential  to  the  success  of  the  Five 
Year  plan. 

ANGLO-ARGENTINE  NEGOTIATIONS 

Of  the  various  trade  and  financial  agreements 
completed  in  this  period,  the  pact  concluded  with 
Britain,  Argentina’s  largest  prewar  customer  and 
creditor,  was  the  most  important.  The  principal 
subjects  for  discussion  were  the  collateral  problems 
of  Argentina’s  frozen  sterling  balances  in  London 
and  the  British-owned  railways,  as  well  as  the  price 
and  payment  terms  for  future  meat  exports  to 
Britain.^* 

After  arduous  weeks  of  negotiations  during  the 
summer  of  1946,  when  the  breakdown  of  talks  was 
periodically  rumored,  a  settlement  was  suddenly 
reached  on  September  17.'^  The  Argentine  bal¬ 
ance  was  struck  as  of  that  date,  and  the  amount  of 
£1^0  million  was  blocked,  carrying  an  interest  of 
0.5  per  cent  and  to  be  released  at  the  rate  of  ^^5 
million  annually.  Britain  undertook  to  maintain 
the  gold  guarantee  against  any  depreciation  of 
these  assets  in  terms  of  gold,  and  to  release  them 
for  the  repatriation  of  outstanding  debts  and 
investments  held  in  Argentina.  Should  the  terms 
of  trade  become  unfavorable  to  Argentina,  addi¬ 
tional  sterling  was  to  be  released,  although  only 
for  use  within  the  sterling  area.  In  addition,  future 
payments  of  Argentine  exports  were  to  be  made  in 
that  currency  freely  convertible  into  dollars  or 
gold,  at  the  Bank  of  England’s  option,  but  not,  be 
cause  of  the  transfer  difficulty,  into  other  curren¬ 
cies.  It  was  further  agreed  that  Britain  would  ac¬ 
quire  the  bulk  of  Argentina’s  exportable  meat  sur¬ 
plus  for  four  years,  beginning  with  the  date  of  the 
agreement,  at  a  price  to  be  fixed  later  but  not 
more  than  lo  per  cent  above  the  existing  one. 
Finally,  Britain  agreed  to  the  sale  of  the  railways, 
at  a  price  which  was  fixed  by  supplementary  nego¬ 
tiations  early  the  following  year  at  ;^i50  million. 
No  trade  agreement  was  negotiated  at  that  time; 
instead,  the  1936  treaty,  involving  some  300  ar¬ 
ticles,  was  continued  on  a  day-to-day  basis. 

The  gains  in  this  agreement,  from  an  immedi¬ 
ate  point  of  view,  seemed  weighted  in  Argentina’s 
favor.  That  country  obtained  a  further  price  in¬ 
crease  for  its  meat,  and  wrested  the  concession  that 
proceeds  of  current  sales  should  be  convertible  to 
dollars  in  the  period  immediately  ahead.  How 
dearly  Britain  was  paying  for  Argentine  provision- 

21.  See  “Background  of  the  Anglo-Argentine  Railways  Transac¬ 
tion,"  p.  172. 

22.  The  Economist  (London),  September  21,  1947. 
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ing  did  not,  in  fact,  become  wholly  clear  until  the 
conclusion  of  the  trade  and  financial  pact,  known 
as  the  Andes  Agreement,  in  1948,  which  wound  up 
the  railway  transaction.  Meanwhile,  the  Argentine 
run  on  British  dollar  holdings  gave  London  real 
cause  for  anxiety. 

i 

j  “PAYI.NG  THE  ARGENTINE  PIPEr” 

Many  of  the  negotiations  conducted  with  other 
countries  in  1946  and  1947  proved  almost  as  far- 
reaching.*^  In  scope  they  included  strictly  financial 

j  settlements  and  comprehensive  trade  and  cultural 
agreements;  in  geographic  area  they  ranged  from 
South  American  neighbors  and  old  customers 
in  Europe  to  Eastern  European  countries  and 
around  to  China  via  South  Africa  and  India.  With 
one  important  exception  involving  the  United 
States,  Argentina  fairly  consistently  followed  the 
pattern  of  selling  where  it  could  buy  the  coal,  iron, 
machinery,  vehicles  and  armaments  it  needed.  But 
in  cases  where  the  other  party  to  negotiations  was 
unable  immediately  to  supply  the  types  of  mer¬ 
chandise  required,  lAPl  advanced  sizeable  credits 
to  cover  the  anticipated  trade  deficit.  The  agree¬ 
ments  had  other  purposes  in  addition  to  that  of 
building  up  reciprocal  trade  on  a  preferential  basis. 
They  gave  business  to  the  new  merchant  marine, 
favored  the  growing  publishing  and  movie  in¬ 
dustries  of  Buenos  Aires,  procured  technical  aid, 
and  arranged  for  immigration  to  underpopulated 
Argentina.  Some  of  these  negotiations  were  under¬ 
taken  for  political  as  well  as  economic  reasons — for 
example,  in  the  case  of  the  Spanish  and  Italian 
agreements,  and  in  talks  carried  on  with  Russia  at 
the  height  of  the  diplomatic  controversy  between 
Washington  and  Buenos  Aires.  Bargaining  in  the 
Argentine  capital  was  hard.  European  trade  mis¬ 
sions,  accustomed  to  observe  diplomatic  formali¬ 
ties,  were  nonplussed  by  the  forthright  tactics  of 
.Miguel  Miranda,  head  of  the  Central  Bank  and 
chairman  of  lAPI  in  that  period,  who  had  built 
up  a  successful  canning  business  before  Peron  dis¬ 
covered  him,  and,  according  to  the  disgruntled 
foreigners,  bargained  like  a  grocer.  For  the  coun¬ 
tries  concerned,  these  were  distress  negotiations. 
Peron’s  government,  for  its  part,  justified  its  high¬ 
handed  price  and  payment  terms  on  grounds  that 
historic  economic  roles  were  reversed,  and  that 
Argentina  was  now  merely  calling  the  turn  that 
had  formerly  been  called  on  Argentina. 

In  October  1945  Argentina  extended  a  credit  of 

23.  Im  Prensa  (Buenos  Aires)  carries  summaries  of  these 
agreements,  as  do  the  annual  reports  issued  by  the  Central 
Bank.  Full  texts  are  reproduced  in  the  monthly  Boletin  del 
Ministerio  de  Retuciones  Exteriores  y  Cidto  (Buenos  Aires). 
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150  million  pesos  ($37.5  million)  to  France,  after 
a  mission  headed  by  the  French  Minister  of  Food 
had  visited  Buenos  Aires.  That  loan,  however,  was 
swallowed  up  in  France’s  trade  deficit  with  Ar¬ 
gentina;  in  1945  alone  French  imports  from  Ar¬ 
gentina  amounted  to  80  million  pesos,  and  the  fol¬ 
lowing  year  they  reached  420  million  pesos,  while 
Argentine  purchases  were  negligible.  Argentina 
took  advantage  of  the  situation  to  purchase  the 
three  French-owned  railways  there  for  approxi¬ 
mately  182  million  pesos  ($45  million),  by  an  agree¬ 
ment  reached  December  17,  1946.  The  following 
year,  the  two  countries  signed  a  five-year  trade  and 
financial  agreement  aiming  at  the  re-establishment 
of  the  trade  balance.  Argentina  agreed  to  increase 
the  original  credit  to  600  million  pesos  ($150 
million)  and  extend  it  for  three  years,  on  condi¬ 
tion  that  whatever  deficit  should  be  incurred  by 
France  in  excess  of  this  credit  should  be  met  in 
gold  or  hard  currency.  By  the  time  the  loan  was 
finally  initialed  on  July  23,  1947,  however,  it  is 
understood  that  France  had  already  drawn  upon 
it  to  the  extent  of  $62  million.  A  feature  of  this 
treaty  which  provoked  a  question  from  the  United 
States  Department  of  State  was  the  provision  that 
shipments  between  them  should  be  carried  exclu¬ 
sively  in  vessels  of  the  two  countries.^'* 

An  agreement  between  Italy  and  Argentina, 
signed  in  October  1946,  also  provided  for  a  sub¬ 
stantial  credit.  The  South  American  country  agreed 
to  sell  Italy  about  720,000  tons  of  grain  and  35,000 
tons  of  seed  oils  annually,  and  Italy,  in  return,  un¬ 
dertook  to  furnish  raw  materials  such  as  marble, 
also  machinery,  transport  equipment  and  chemi¬ 
cals,  as  well  as  to  facilitate  the  construction  and 
sale  of  ships  and  encourage  emigration  to  Argen¬ 
tina.  The  credit  totaled  700  million  pesos  ($175 
million),  half  in  the  form  of  a  three-year  revolv¬ 
ing  fund  bearing  interest  of  2.75  per  cent  and 
half  as  a  long-term  (twenty-five  years)  drawing 
account  at  3.75  per  cent.  All  payment  operations 
under  the  agreement  were  to  be  in  dollars.  By  the 
end  of  the  year  the  Central  Bank  of  Argentina 
reported  that  Italy  had  used  up  half  of  the  revolv¬ 
ing  credit. 

Similar  features  were  contained  in  the  trade  and 
financial  agreement  which  had  been  reached  with 
Spain  in  October  1946.  This  agreement,  when  en¬ 
hanced  by  a  tour  of  Spain  which  the  wife  of  the 
Argentine  President,  Senora  Eva  Peron,  made  in 
June  of  the  next  year,  virtually  amounted  to  an 
entente  between  the  two  nations.  It  was  also  to 
last  five  years,  and  committed  Argentina  to  sell 
400,000  tons  of  wheat  in  the  first  year,  as  well  as 


24.  La  Prensa  (New  York),  July  30,  1947. 
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considerable  cjuantities  of  corn,  vegetable  oils,  and  so 
forth.  In  return,  Spain  was  to  furnish  pig  and  sheet 
iron,  lead,  cork,  machinery,  olives  and  olive  oil, 
to  build  ships  for  the  Argentine  merchant  fleet, 
open  free  ports  to  its  merchandise,  and  facilitate 
the  emigration  of  Spaniards  to  Argentina,  as 
well  as  lend  technicians  and  patents  to  industries 
of  the  latter  country.  A  revolving  three-year  credit 
of  ^50  million  pesos  at  2.75  per  cent  was  e.xtended, 
and  an  agreement  was  rnatle  to  tloat  a  twenty-five 
year  Spanish  loan  in  Argentina  of  41)0  million 
pesos  at  5.75  per  cent.  A  supplementary  agree¬ 
ment  on  immigration  was  signed  in  Ikienos  Aires 
hy  the  Spanish  Foreign  Minister,  Martin  Artajo, 
on  the  occasion  of  a  state  visit  to  Argentina  in 
October  19.JH,  and  this  provided  that  Spain  would 
send  out  one  million  workers  within  the  next 
twenty  years. 

SOUTHERN  UNION 

The  nationalist  government  in  this  period  also 
utili/.ed  its  ascendancy  in  southern  South  America 
to  bring  about,  hy  a  variety  of  measures,  closer  eco¬ 
nomic  relations  among  the  countries  of  the  Plata 
River  system.  Efforts  of  this  kind  were  by  no 
means  new.  In  the  past,  however,  they  had  always 
been  defeated  by  vigorous  opposition  to  any  change 
in  the  prevailing  econotriic  pattern  that  isolated 
thc.se  nations  from  each  other. 

'I'he  cornerstone  of  the  Urcater  Argentina  iilea  is 
the  “Southern  Union,”  the  project  for  economic 
and,  eventually,  political  union  of  the  Plata  River 
countries,  as  well  as  Chile  and  Peru  with  their 
ports  on  the  Pacific,  under  Argentine  leadership. 
The  countries  of  this  region  are  bound  together  by 
their  dependence  on  Huenos  Aires,  which  com¬ 
mands  the  Plata  gateway  to  the  world  ovcrsc.is 
and  furnishes  a  considerable  portion  of  their  food 
supply.  Argentines,  in  consequence,  take  the  posi¬ 
tion  that  the  basin  is  their  natural  sphere  of  in¬ 
fluence.  Continually  fearful  of  the  possible  conse¬ 
quences  of  this  relationship,  the  smaller  buffer 
states  have  attempted  to  counterpose  the  power  of 
Hrazil,  Argentina’s  ancient  rival  in  the  area,  and 
today  Peron’s  expansionist  drive  northward  meets 
Hrazil’s  “westward  movement”  head-on  along  the 
Plata. 

In  the  past  ten  years,  however,  clo.ser  economic 
association  has  been  fostered  by  ambitious  devel¬ 
opment  planning,  the  uncertainties  of  the  war  and 
postwar  period,  when  the  project  of  a  defensive 
economic  alliance  seemed  eminently  sensible,  and 
the  unprecedented  growth  of  trade  within  the  re¬ 
gion  during  the  war.  So  much  progress  was  made 
in  this  direction,  in  fact,  that  a  regional  conference 


of  the  Plata  River  countries  was  held  in  January  I 
1941,  which,  if  it  achieved  few  tangible  results,  at  1 
least  represented  the  first  concerted  effort  to  meet  1 
common  problems  on  a  regional  rather  than  a  sec-  ] 
tional  basis.^'  At  the  same  time,  however,  the  war  I 
experience  swung  the  South  American  balance  of  | 
power  away  from  Argentina  and  toward  Brazil.  I 
The  latter  country  received  $350  million  worth  of  I 
United  States  lend-lease,  while  the  non<o-operat-  I 
ing  Argentine  governments  got  nothing  at  all.  The  | 

free  spending  of  tlie  “Colossus  of  the  North”  had  I 

the  cumulative  effect  of  weakening  prospects  for  | 
a  union  of  the  South  in  a  period  when  Argentina 
was  figuratively  writing  into  its  program  of  indus¬ 
trial  development  the  co-operation  of  neighboring 
countries. 

Argentina’s  trade  drive 

.\  definite  pattern  of  economic  coercion  is  ascer¬ 
tainable  in  the  Perdn  government’s  La  Plata  policy 
during  the  period  from  1945  to  1947,  with  Buenos 
.\ircs  reportedly  attempting  to  use  its  reserves  of 
money  and  food  to  swing  national  elections  in 
Bolivia  and  Uruguay,  at  least,  and  secure  a  favor¬ 
able  hearing  for  its  commercial  and  financial  pro¬ 
posals.  The  agreements  proposed  to  Chile,  Bolivia, 
Paraguay,  and  Peru  contained  similar  features.^^ 
First  a  limited  customs  union  would  be  created, 
each  signatory  retaining  the  right,  however,  to  list 
certain  articles  which  would  not  be  exempted  from 
customs  duties.  Each  country,  tex),  would  bind  itself 
to  give  first  call  on  its  export  surplus  to  the  other, 
and  preferential  treatment  as  regards  the  quality, 
price  and  terms  of  payment.  Second,  Argentina 
would  set  up  an  exchange  fund  from  W'hich  the 
neighbor  country  could  obtain  Argentine  pesos 
to  meet  the  chronic  deficit  in  its  trade.  It  is  held, 
how’cvcr,  that  in  practice  the  credit  would  not  be 
drawn  upon  to  its  full  extent  since  exports  of  the 
debtor  country,  which  would  be  stimulated  bv 
other  provisions  of  the  agreement,  would  eventu¬ 
ally  fill  this  gap.  Third,  another  credit  would  be 
extended  to  develop  existing  or  new  enterprises 
based  on  local  resources  and  geared  to  the  Argen¬ 
tine  market,  such  as  Chilean  copper,  nitrates,  iron, 
steel,  coal  and  timber,  or  Bolivian  tin,  antimony, 
and  rubber.  A  joint  board,  composed  of  three  mem¬ 
bers  from  Argentina  and  three  from  the  other 
country,  would  decide  by  unanimous  vote  how 
this  fund  should  be  allocated.  Thus  Argentina 

25.  Confcrcncia  Regional  dc  los  Pai'scs  del  Plata,  Acta  Final 
(Montevideo,  imprenta  Florence,  1941). 

26.  For  text  of  Chilean  agreement,  which  may  be  regarded 

as  typical  see  Chile,  Camara  de  Diputados,  Comisidn  de  Rela-  -i 
clones  Fxteriores,  Bolt  tin  No.  1.087  C,  I),  and  F.  Findings  of  j 
the  commission  were  published  in  Boletin  No.  5,894.  ' 
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could  veto  any  project.  Moreover,  Argentina  would 
have  preferential  access  to  the  output  of  these  new 
enterprises  once  local  needs  had  been  met.  Finally, 
j  these  agreements  provide  for  long-term  loans  for 
the  development  of  communications  with  Argen¬ 
tina.  As  in  the  case  of  the  industrial  development 
loans  the  allocation  of  these  funds  would  be  gov¬ 
erned  by  the  unanimous  vote  of  a  mixed  com¬ 
mission.  A  discriminatory  feature  of  the  original 
Chilean  agreement,  later  removed,  was  the  pro¬ 
vision  that  necessary  machinery  and  equipment 
should  be  acejuired  in  Argentina. 

The  controversial  features  of  these  treaties,  and 
related  agreements  for  the  purchase  of  Chilean 
nitrates  and  Bolivian  tin,  aroused  protests  both  in 
the  countries  immediately  concerned  and  in  the 
United  States.  At  the  time  the  terms  of  the  Chilean 
agreement  were  published,  in  December  1946,  the 
Gonzalez  government  also  had  a  loan  application 
outstanding  with  the  International  Bank  for  Re¬ 
construction  and  Development,  and  speculation  to 
the  efTect  that  Chile  was  attempting  to  play  Ar¬ 
gentina  against  the  United  States  was  probably 
well-founded.  Local  opposition  was  strong  in  its 
own  right  nevertheless,  and  consequently  the 
treaty,  although  classified  as  urgent  business,  was 
never  ratified.  A  similar  fate  befell  the  Argentine- 
Brazilian  agreement,  signed  November  1946,  which 
would  have  arranged  the  exchange  of  Argentine 
wheat  for  Brazilian  tires,  crude  rubber,  pig  iron, 
and  so  on,  because  Argentina  demanded  payment 
in  dollars.  That  the  Bolivian  agreement  of  March 
1947  ratified  with  comparative  dispatch,  on  the 
other  hand,  must  be  understood  in  the  light  of  that 
country’s  dependence  on  Argentine  foodstuffs — 

Ian  advantage  which  w’as  underscored  during  nego¬ 
tiations  by  Buenos  Aires’  real  or  alleged  inability 
to  make  promised  wheat  deliveries.  But  the  inde¬ 
pendent  daily,  El  Diario,  praised  the  resistance  of 
Chile  and  Brazil  to  the  “most  imminent  imperial¬ 
ism  in  Spanish  America.”^’ 

In  their  press,  parliaments,  and  foreign  minis¬ 
tries,  the  countries  around  Argentina  have  queried 
the  big  neighbor’s  intentions  with  mounting  con¬ 
cern.  To  what  objective,  it  is  asked,  is  Argentina’s 
aggressive  trade  and  financial  drive  directed.'  Would 
economic  integration  under  its  auspices  produce 
an  increase  in  income  and  improvement  in  living 
'  standards  for  the  region  as  a  whole,  or  does  the 
I  Peron  government  contemplate  the  subordination 
I  of  neighboring  economies  to  its  own  national  pow- 
I  cr  aims?  Not  only  is  Argentina,  in  their  view, 

I  27.  FA  Diario  (I..i  P.iz),  Octolit-r  27,  10  )7.  Fnr  .nn  Argentine 
see  “Fur  toiisiilirado  el  intereainl)ii)  comtreial  .irf;cntiiio- 
buliviano,"  Lm  Preiisa,  Septctuber  20,  1948. 
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unprepared  to  back  these  loan  agreements  up 
with  funds,  equipment  and  technical  assistance, 
but  that  country  is  also  unwilling  to  make  the 
acknowledged  sacriiices  necessary  to  bring  about 
greater  integration  of  the  production  of  its  interior 
regions  and  that  of  its  neighbors.  Moreover,  Buenos 
Aires’  glowing  talk  about  co-operation  are  belied 
by  its  actions,  in  demanding,  for  example,  prompt 
payment  while  postponing  for  long  periods  pay¬ 
ment  of  its  own  bills — a  situation  described  by 
one  top-ranking  otlicial  of  a  satellite  neighbor  as 
“disastrous”  for  his  country.  Even  so,  Argentina’s 
“commercial  imperialism”  disturbs  surrounding 
countries  less  than  the  evidence  of  mounting  mili¬ 
tary  expenditures,  the  new  emphasis  on  “frontier 
defense,”  and  the  totalitarian  character  of  the 
regime  in  Buenos  Aires.  This  concern  is  echoed 
by  opposition  legislators  in  the  Argentine  Congress 
itself.’®  Official  requests  for  reassurance  on  this 
score  have  been  repeatedly  addressed  to  the  Argen¬ 
tine  government. 

CHANGES  OF  FORTUNE 

After  little  more  than  a  year  of  his  administra¬ 
tion,  President  Peron  was  able  to  say  that  Argen¬ 
tina  had  never  been  stronger  economically.^^  Ac¬ 
cording  to  the  Argentine  chief  executive,  it  had 
moved  from  the  status  of  a  debtor  country  to  that 
of  “one  of  the  world’s  three  creditor  nations.” 
As  a  result  of  the  1946  negotiations  with  the  Swiss, 
Americans  and  British,  foreign  indebtedness  had 
been  wiped  out.  The  British  and  French  railway 
transactions,  together  with  the  purchase  of  the 
telephone  system  from  the  International  Telephone 
and  Telegraph  Company  in  September  1946  at 
a  cost  of  $95  million,  gave  ownership  of  essential 
services  to  the  nation.  In  1946,  too,  the  Central 
Bank  had  repatriated  considerable  quantities  of 
gold  held  abroad,  and  Peron  boasted  that  all  the 
vaults  of  Buenos  Aires  could  not  contain  the  na¬ 
tion’s  gold.  The  value  of  trade  reached  a  record 
peak  in  1946.  Exports  in  that  year  were  almost 
one-third  again  as  high  as  in  1945,  with  an  in¬ 
crease  of  approximately  20  per  cent  in  tonnage,  im¬ 
ports  had  doubled  in  value  and  volume,  and  Ar¬ 
gentina  bad  a  favorable  trade  balance  of  1.6  million 
pesos.^”  It  was  estimated  that  credits  totaling 
$654  million  had  been  negotiated  by  early  June, 
and  others  in  the  offing  might  bring  the  total  to 
St  billion  before  the  end  of  the  year. 

When  Secretary  of  State  Marshall  made  the 
European  aid  proposal  in  June  1947  which  there- 

28.  Jm  Prrnrii  tniK-nos  Aires),  Septcnilur  24.  1948. 

29.  AV«'  Yrjr/(  Times,  .Aii.mist  21,  1947. 

40.  Sititesis  Fs/adisti(  a,  Ni)viinber-I)cctnibtr  1947,  p.  48. 
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after  was  to  bear  his  name,  Argentine  spokesmen 
asserted  that  the  Marshall  plan  was  an  imitation 
of  the  European  credit  program  inaugurated  by 
Argentina,  which  they  now  labeled  the  “Peron 
Plan.”  It  was,  however,  almost  impossible  to  judge 
how  valid  Argentina’s  contribution  had  been  since 
the  end  of  the  war,  for  judgment  would  involve 
an  estimate  not  only  as  to  what  was  actually  con¬ 
tributed,  but  also  as  to  what  could  have  been  done. 
Inasmuch  as  Argentina  had  only  food  to  offer, 
vital  as  this  was,  the  “Peron  Plan”  could  in  no 
sense  be  regarded  as  equivalent  to  the  European 
Recovery  Program  which,  in  addition  to  food¬ 
stuffs,  was  to  supply  fuel,  fertilizer  and  capital 
equipment.  In  advancing  Europe  half  a  billion 
dollars  to  cover  its  trade  deficit,  the  government 
claimed  that  Argentina  was  straining  its  resources 
to  the  limit  in  the  cause  of  reconstruction,  while 
it  meanwhile  had  to  pay  cash  on  the  line,  and  in 
freely  convertible  currency,  for  necessary  imports. 
Yet,  in  hard  fact,  Peron  had  almost  no  alternative 
but  to  supply  on  credit,  since  Europe  could  not 
pay,  and  Argentina  could  not  afford  to  let  its 
foodstuffs  rot  at  home. 

From  the  point  of  view  of  the  debtor  govern¬ 
ments,  moreover,  the  terms  of  the  loans  were  far 
from  desirable.  High  prices,  as  compared  with 
Canadian  or  United  States  terms,  cut  down  the 
buying  power  of  the  credit.  Rigid  restrictions  on 
“secondary”  or  nonessential  imports  impaired  the 
ability  of  the  borrower  to  reduce  the  size  of  the 
trade  deficit  with  Argentina  and  service  the  loans. 
Finally,  the  demand  that  certain  transactions  be 
made  in  dollars  taxed  shrinking  supplies  of  hard 
currency.  As  prices  varied  in  individual  contracts, 
it  was  difficult  to  determine  standard  Argentine 
terms.  However,  in  October  1947,  when  the  price 
of  wheat  in  the  United  States  at  the  height  of  a 
bull  market  was  topping  $3  a  bushel,  Argentine 
wheat  was  reportedly  being  sold  for  $5,  represent¬ 
ing  a  decline  from  quotations  of  the  previous 
June,''  and  deals  were  reported  going  as  high  as 
$6.  Argentine  producers,  on  the  other  hand,  were 
paid  $1.10  a  bushel  in  this  period,  and  the  difference 
was  absorbed  by  the  grain-purchasing  agency, 
lAPI,  which  pointed  out  that  the  profit  enabled  it  to 
sell  wheat  to  local  millers  at  below  cost. 

Another  cause  for  complaint  was  the  fact  that 
actual  volume  shipments  of  Argentine  wheat  were 
not  increasing  in  response  to  demand  abroad.  In 
1946  only  1.4  million  tons  of  wheat  moved  from 
Argentine  ports,  as  compared  with  2.6  million 
tons  the  previous  year.  With  one  voice  producers 

^1.  See  New  Yorf^  Times.  October  25,,  1947,  for  comparison  of 
United  States  and  Argentine  wheat  quotations  in  this  period. 


blamed  this  phenomenon  on  the  fact  that  official 
grain  prices  did  not  reflect  rising  costs  of  produc-  ! 
tion.  As  they  saw  lucrative  postwar  profits  go  into 
the  government’s  till,  their  response  was  to  plant 
less  acreage  to  grains,  with  the  sole  exception  of 
corn.  During  1947-48  there  was  a  17  per  cent  de¬ 
crease  in  the  number  of  hectares  on  which  wheat 
was  sown,  and  substantial  decreases  as  compared 
with  the  area  sown  the  previous  year  to  oats,  bar¬ 
ley  and  rye.'“  A  bumper  crop  marked  1947-48,  and 
volume  shipments  of  wheat  increased  to  2.3  mil¬ 
lion  tons  in  1947,  but  this  was  due  only  to  excep¬ 
tionally  favorable  weather  conditions. 

The  government  encouraged  production  through 
bonuses,  but  did  not  lift  the  monopoly,  which  was 
at  the  root  of  the  difficulty,  for  this  would  have 
involved  a  complete  overhauling  of  all  operations 
under  the  Five  Year  plan.  lAPI  spokesmen,  on  I 
the  other  hand,  contended  that  the  Trade  Promo¬ 
tion  Institute  actually  aided  agriculture  by  giving 
cheap  food  to  the  farming  classes.  They  ascribed 
the  short  shipments  of  1946  to  difficulties  in  mov-'  | 
ing  commodities  from  estancias  to  docks,  and 
stated  that  high  prices  reflected  the  “exorbitant” 
prices  Argentina  itself  was  forced  to  pay  for  im-  1 
p(jrted  fuel,  machinery  and  equipment.  It  should  j 
be  pointed  out,  in  all  fairness,  that  lAPI’s  high-  I 
cost  wheat  was  not  paid  for  in  dollars,  but  in  soft  ! 
(sometimes  blocked)  currencies  or  was  taken  on  j 
credit,  or  reimbursed  in  exports,  frequently  priced  j 
above  United  States  exports. 

DISTORTIONS  OF  TRADE 

At  the  height  of  Argentine  prosperity,  as  evinced 
by  the  bustle  of  trade  in  the  port  of  Buenos  Aires 
in  the  spring  of  1947,  there  were  signs  that 
a  long-delayed  adjustment  to  postwar  conditions  j 
was  sorely  needed.  The  South  American  repub¬ 
lic  w'as  beginning  to  face  the  identical  problem  | 
experienced  in  its  foreign  economic  relations  be-  j 
fore  the  war— the  unbalance  of  its  trade  with 
Britain  and  the  United  States.  Two  cushions  sus¬ 
tained  the  economy  and  postponed  the  inevitable 
reckoning:  Argentina’s  wartime  assets,  and  the 
American  loan  to  Britain.  The  first  allowed  the 
Trade  Promotion  Institute  to  maintain  purchases 
in  the  United  States  out  of  all  proportion  to  its 
sales  here,  and  the  second  permitted  Britain  to 
convert  almost  automatically  Argentina’s  sterling 
earnings  into  dollars.  These  cushions,  however,  be¬ 
gan  sinking  almost  simultaneously. 

With  reconversion  a  fact  in  the  United  States, 
Argentine  import  indices  began  to  turn  up  by  the 
middle  of  1946  and  in  1947  to  soar.  Despite  con-  \ 

32.  Siiitesis  Estadisinu,  March  1948,  pp.  271-73.  ! 
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Itrols,  there  was  little  difficulty  until  the  middle  of 
the  latter  year  in  obtaining  foreign  exchange.  In 
mid-June  1946  Argentina  held  over  6,000  million 
f  pesos  of  gold  and  foreign  exchange,  or  about 

ISi,8oo  million,  and  the  following  year,  despite  an 
impressive  trade  surplus,  it  possessed  only  4474 
million  pesos,  or  the  equivalent  of  $1,300  million, 
of  which  $600  million  was  earmarked  for  the  pur¬ 
chase  of  the  railways.^^  Over  half  a  billion  dollars 
j  were  spent  in  1946-47.  This  money  went  into  debt 
retirement,  other  exchange-requiring  transactions, 
such  as  the  transfer  of  earnings  on  United  States 
investments,  an  unprecedented  exodus  of  capital 
which  began  in  this  period,  and  heavy  buying 
abroad,  particularly  from  the  United  States.  But 
neither  the  character  of  these  purchases  nor  the 
size  of  Argentine  dollar  holdings  could  be  deter- 

I  mined  until  lAPI  issued  a  detailed  balance  sheet.^** 
It  was  widely  believed  that  the  agency  had  pur¬ 
chased  over  $500  million  worth  of  United  States 
war  surplus  alone,  much  of  it  now  piled  along  the 
I  waterfront  in  Buenos  Aires  and  Rosario  in  rusting, 
unsalable  condition.  Graft  and  inefficiency  charac¬ 
terize  lAPI  operations;  the  total  cost  of  these  to 
Argentina  probably  will  never  be  known. 

I  The  over-all  export  surplus  concealed  the  fact 
that  every  month  Argentina  was  incurring  a  pro^ 
gressively  larger  deficit  in  its  export  trade  with  this 
country.  Storm  warnings  were  hoisted  when  it 
was  noted  that  imports  were  growing  faster  than 
exports,  that  in  the  month  of  May  1947  for  the 
first  time  in  years  Argentina  had  an  unfavorable 
balance  on  account  of  total  trade,  and  that  the 
Central  Bank  was  quietly  beginning  to  transfer 
gold  to  New  York.  On  July  8  the  administration 
I  announced  the  removal  of  all  restrictions  on  the 

I  entry  of  foreign  capital  and  the  imposition  of  strict 
control  on  the  export  of  capital.  The  cordiality  of 
its  invitation  obscured  the  basic  admission  of  weak¬ 
ness  contained  in  the  measure.  Meanwhile,  less 
was  said  publicly  about  industrial  targets,  and 
President  Peron  admitted  that  it  might  take  ten 
or  fifteen  years,  instead  of  five,  to  accomplish  the 
Five  Year  plan. 

BRITAIN  BOWS  OUT.^ 

On  August  20,  1947  the  British  government  an¬ 
nounced  the  suspension  of  facilities  for  the  con- 
.  version  of  sterling  into  dollars.  This  date,  by  coin- 

]  33-  “Argentina's  Two  Faces,”  The  Economist  (London),  Sep- 

I  tember  20  and  27,  1947. 

134-  On  September  3,  1948  a  summary  was  issued  of  lAPI’s 
report  and  balance  sheet  for  the  year  1947,  in  which  a  profit 
of  1,238  million  pesos  ($410  million)  was  declared.  This 
report,  however,  offers  no  explanation  of  the  actual  extent  of 
overseas  operations. 


cidence  the  same  day  on  which  President  Peron 
made  his  statement  about  the  soundness  of  the 
national  economy,  marked  a  real  turning-point  in 
the  fortunes  of  Argentina’s  overseas  relations.  The 
fact  that  the  South  American  country  had  en¬ 
joyed  a  special  arrangement  for  convertibility  since 
the  agreement  of  the  previous  autumn  had  been 
one  factor  permitting  it  to  keep  up  an  extraordi¬ 
nary  volume  of  purchases  in  the  United  States.  In 

1946  it  had  had  an  export  surplus  with  Britain 
valued  at  ;(,46  million,  and  in  the  first  quarter  of 

1947  a  favorable  balance  of  ^'22  million.  When  the 
blow  fell  Buenos  Aires  promptly  announced  the 
suspension  of  all  exchange  permits,  regardless  of 
origin,  and  temporarily  stopped  meat  shipments  to 
Britain.  Inasmuch  as  Britain’s  unilateral  action  in¬ 
fringed  the  1946  agreement,  it  was  then  necessary 
to  re-examine  the  entire  framework  of  trade  and 
financial  relations  between  the  two  countries. 

In  the  interim  Argentine  withdrawals  had  re¬ 
duced  its  blocked  account  in  London  by  ^^35  mil¬ 
lion.  This  sum  had  been  set  aside  to  pay  for  the 
railways  but,  since  it  carried  a  gold  guarantee,  it 
also  represented  part  of  the  statutory  reserve  for 
the  Argentine  currency,  now  under  considerable 
pressure.  As  a  result,  there  was  considerable  re¬ 
luctance  to  part  with  the  accumulated  sterling.  By 
an  ingenious  juggling  of  the  money  in  the  blocked 
and  current  accounts,  and  through  an  agreement 
on  Britain’s  part  to  pay  in  advance  for  food  ship¬ 
ments  received  in  1948,  matters  were  adjusted  so 
that  Argentina  would  not  have  to  wipe  out  this 
critical  balance  immediately.  The  highly  complex 
Andes  agreement^’  envisaged  in  essence  the  barter 
of  the  railways  for  ;^iio  million  worth  of  essential 
foods  and  shipments,  plus  £^10  million  worth  of 
other  Argentine  shipments.  In  addition  Britain 
agreed  to  make  available  one  million  tons  of  coal, 
two  million  tons  of  petroleum  products,  valued 
together  at  £2’^  million,  and  capital  equipment 
worth  10-15  million,  while  Argentina  also  agreed 
to  open  the  door  to  certain  nonessential  imports 
— such  as  rayons  and  motor  cars — in  the  amount 
of  ;{^io  million.  On  balance,  therefore,  Argentina 
would  have  a  deficit  in  its  visible  and  invisible 
trade  with  Britain  of  about  million,  which 
would  reduce  total  Argentine  sterling  holdings  to 
million  by  March  1949. 

Publication  of  the  terms  of  the  agreement  on 
February  12,  1948  provoked  a  storm  of  criticism 
abroad.  The  Buenos  Aires  regime  was  accused  of 
reversing  Shylock’s  tactic  to  demand  its  pound 

35.  For  summary  of  the  Andes  Agreement  see,  “The  Ar¬ 
gentine  Agreement,”  Manchester  Guardian,  February  19,  1948; 
“The  Andes  Agreement,”  The  Economist,  February  21,  1948. 
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of  gold  for,  literally,  a  pound  of  flesh.  Britain,  it 
is  true,  sacrificed  the  railways  for  approximately 
two  years’  supply  of  food  at  higher  prices,  but  at 
no  expenditure  of  its  fast-disappearing  supply  of 
dollars.  Although  the  price  of  meat  was  not  ap¬ 
parently  increased,  the  inclusion  in  the  food  pay¬ 
ment  of  a  ^Tio  million  retroactive  payment,  and 
the  fact  that  an  increase  in  the  price  corn  export 
was  agreed  to,  suggested  that  a  considerable  rise 
in  the  meat  price  was  merely  concealed  by  book¬ 
keeping  devices. 

Yet  in  the  long  run  Argentina  stood  to  lose 
more  from  the  arrangement  than  Britain.  The 
railways  would  cost  Buenos  Aires  far  more  than 
the  purchase  price  indicated.  Miranda  intimated 
that  the  increased  costs  would  be  passed  along  to 
the  producers  of  meat,  wheat,  and  corn  who,  he 
asserted,  had  been  artificially  favored  by  the  old 
freight  rates.  In  the  course  of  time  the  rate  in¬ 
crease  would  be  reflected  in  higher  production  costs 
and  steeper  export  prices  for  Argentina’s  raw  ma¬ 
terials.  If  this  was  indeed  to  be  the  case,  the  com¬ 
petitive  position  of  Argentina’s  exports  would  be 
seriously  threatened  in  a  period  when  the  world 
market  for  grains  was  declining. 

And  what  were  the  implications  of  this  transac¬ 
tion  for  the  retention  of  the  British  market.^  As  its 
investment  in  Argentina  was  progressively  liqui¬ 
dated,  Britain  would  find  it  harder  to  redress 
the  adverse  balance  usually  incurred  in  its  trade 
with  that  country.  Already  the  British  Labor  gov¬ 
ernment  was  casting  about  for  means  of  freeing 
itself  from  dependence  on  that  high-priced,  arbi¬ 
trary  market.  Under  the  colonial  development  pro¬ 
gram,  as  well  as  private  business  plans,  African 
production  of  peanuts,  quebracho,  and  so  forth,  was 
to  be  encouraged.  Rising  prices  were  stimulating 
the  young  meat  industry  in  Australia,  and  it  was 
estimated  that  eventually  this  Dominion  might 
become  a  source  of  500,000  tons  of  meat  annually 
“in  as  good  condition  as  the  best  Argentine  prod- 
uct.’’^^  In  the  immediate  future,  moreover,  the 
Andes  agreement  made  serious  inroads  into  Argen¬ 
tina’s  net  sterling  balances.  These  now  served  at 
one  and  the  same  time  for  currency  reserve  and  for 
Argentina’s  purchases  throughout  the  sterling  area. 

RELIEF  FROM  THE  U.S.? 

The  United  States,  meanwhile,  watched  the 
course  of  Argentine  policy  with  the  greatest  in¬ 
terest.  For  in  1946  the  East  Oiast  country  emerged 
as  the  second  largest  unsubsidized  market  for 
United  States  exports  in  the  world,  and  the  liquida- 

?6.  “Arnfntinc  Mc.it, ''  South  Americun  lotinial  (London), 
tVtobcT  2,  104*^. 


tion  of  foreign  investments  in  Argentina  was 
greatly  altering  the  competitive  position  of  the 
two  traditional  rivals  for  the  Argentine  market, 
Britain  and  the  United  States.  Since  at  the  same 
time,  however,  this  country  was  in  a  measure  un¬ 
derwriting  Britain’s  purchases  in  the  South  Ameri¬ 
can  nation,  Washington  looked  with  an  anxious 
eye  on  the  regime’s  policies,  and  was,  in  fact,  re¬ 
ported  to  have  intervened  decisively  in  the  Anglo- 
Argentine  negotiations  to  persuade  Argentina  to 
moderate  its  terms. 

The  present  state  of  Argentine-United  States  re¬ 
lations  must  be  seen  against  the  background  of  the 
diplomatic  controversy  which  lasted  from  1945  to 
1947  and  was,  in  turn,  an  aftermath  of  wartime 
difficulties  between  the  two  countries.*^  Public 
opinion  in  the  United  States,  it  should  be  recalled, 
was  sharply  divided  between  those  who,  like  As¬ 
sistant  Secretary  of  State  Spruille  Braden,  believed 
that  this  country  should  actively  oppose  the  “Nazi- 
Fascist”  regime  in  Buenos  Aires,  and  others  of  the 
Sumner  Welles  school,  who  advocated  reconcilia¬ 
tion  with  the  Argentine  government.  General 
Perdn  consistently  turned  the  running  policy  battle 
in  Washington  to  his  own  advantage.  During  the 
1946  electoral  campaign,  the  Braden  point  of  view, 
subtly  depicted  by  the  peronista  coalition  as  un¬ 
representative  of  the  official  American  stand  or 
public  opinion  in  general,  was  twisted  so  that  the 
.American  diplomat  became  the  symbol  of  foreign 
imperialist  resistance  to  the  Argentine  program  of 
“economic  liberation.”  The  slogan  on  which  Perdn 
ran  for  office — “Perdn  d  Braden” — came  to  repre¬ 
sent  one  man  against  a  nation.  After  the  elections, 
Cieorge  Messersmith,  a  career  Foreign  Service  offi¬ 
cer  with  a  distinctly  different  point  of  view,  was 
apjxiinted  Ambassador  to  Buenos  Aires,  and  the 
scene  of  the  controversy  shifted  to  Washington. 
During  this  period  the  official  United  States  posi¬ 
tion  was  expressed  in  Secretary  of  State  Byrnes’ 
statement  of  October  31,  1945,  namely,  that  the  Ar¬ 
gentine  government  must  fulfill  the  obligations  it 
had  accepted  under  the  Final  Act  of  the  Mexico 
(aty  conference  of  1945,  to  eliminate  “Axis  influ¬ 
ences  which  have  threatened  the  security  of  the 
Americas.”^*  .\t  the  Inter-American  conference  in 
Mexico  City,  the  .American  states  had  also  agreed 
to  concert  a  permanent  defense  treaty  just  as  soon 
as  the  termination  of  hostilities  should  make  this 
possible,  but  in  view  of  Argentin.t’s  record  the 
State  Department  did  not  believe  that  the  present 
administration  would  be  an  acceptable  partner  in 

?7.  See  Olive  Holme?,  “Ai^entina:  Foeus  of  Conflict  in  the 
Americ,!?.”  r-uriii^ii  I'oluv  Reports,  Fcliruar>  i,  1946. 
t.S,  1  )e[).irtment  of  Slate  Bulletin,  April  21,  1946. 
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a  hcinisplitrc  securiiy  arrangement.  Since  it  was 
inconceivable,  however,  that  Argentina  should  not 
be  included  in  such  a  treaty,  the  project  hung  fire, 
awaiting  the  fulfillment  of  a  number  of  conditions 
set  by  the  State  Department  for  the  elimination  of 
Axis  economic  and  political  influences  still  at  work 
in  .Argentina. 

These  conditions  were  gradually  whittled  down 
under  pressure  from  the  American  business  com¬ 
munity  here  and  in  Buenos  Aires,  the  War  De¬ 
partment,  and  Congress.  The  Peron  government 
lent  force  to  the  arguments  of  those  who  advocated 
co-operation  with  Argentina  to  resist  the  spread 
of  communism  by  recognizing  the  Soviet  Union 
on  June  6,  1946,  two  days  after  Peron  took  office. 
At  the  same  time,  it  moved  toward  complying  with 
the  State  De[iartmcnt’s  minimum  conditions.  On 
June  3  President  Truman  declared  that  the  United 
States  was  satisfied  with  the  progress  Argentina 
had  made  in  this  direction.  This  announcement, 
formally  ended  a  long  period  of  strained  relations 
between  the  two  countries,  and  made  possible  the 
completion  of  the  Inter-American  Treaty  of  Con¬ 
tinental  Defense,  signed  at  Rio  de  Janeiro  on  Au¬ 
gust  30.  But  the  smooth  tenor  of  those  negotia¬ 
tions  did  not  conceal  the  fact  that  in  Buenos  Aires 
the  recent  history  of  United  States  intervention 
still  rankled,  and  in  Washington  the  feeling  per¬ 
sisted  that  Argentina  had  neither  co-operated  dur¬ 
ing  the  war  nor,  to  the  fullest  extent  of  its  powers, 
in  postwar  reconstruction.^^ 

lAPI  AND  ERP 

As  speculation  grew  concerning  the  extent  of 
.\rgentine  participation  in  the  European  Recovery 
Program,  the  attitudes  of  the  two  countries  were 
to  become  more  pronounced,  to  assume,  in  fact, 
the  appearance  of  a  conflict  between  rival  economic 
ideologies — Peron,  for  example,  intimating  that  the 
United  States  was  an  enemy  of  Argentine  indus¬ 
trialization.  At  the  outset  of  the  Marshall  plan  de¬ 
bate  it  was  as.siimed  that  Argentina,  with  perhaps 
7  million  tons  of  cereals  to  move  to  Europe  in 
1948  and  quantities  of  fats,  oils,  meat  and  hides, 
would  receive  the  greater  part  of  purchases  in 
Latin  .America  authorized  by  the  ERP  agency. 
The  Administration,  in  its  message  to  Congress, 
contemplated  spending  Si. 7  billion  in  that  area 
under  the  initial  15-month  appropriation.  Estimates 
placed  Argentina’s  share  from  SSoo  million  to  as 
high  as  Si  billion.  The  extent  of  ERP  financing, 
moreover,  would  determine  whether  this  country 

39-  See.  for  cx.ini'ilc,  texts  f>f  letters  cxihanped  between  For¬ 
eign  Minister  Hrainui'lia  and  Secretary  Marshall.  .W/f  Yor/^; 
Times,  .\iinust  g,  1947. 


could  keep  the  lucrative  Argentine  market.  In  June 
1947  Argentina  had,  according  to  the  United  States 
Treasury,  net  dollar  balances  of  $265  million — 
§150  million  of  this  in  private  holdings — and 
was  charging  up  an  annual  deficit  in  trade  with 
the  United  States  at  the  rate  of  S350  million.^“ 
Full  financing  of  the  deficit  which  the  Marshall 
plan  area,  on  the  other  hand,  was  incurring  with 
.Argentina  would  make  it  possible,  assuming  con¬ 
tinuance  of  present  price  and  payment  terms,  for 
Argentina  to  continue  the  high  level  of  imports 
from  the  United  States.  Under  present  circum¬ 
stances,  the  exchange  shortage  created  stringencies, 
above  all  of  fuel,  for  the  consuming  public,  industry 
and  the  army,  and  grumbling  was  increasing.  In 
December,  Peron  gloomily  predicted  that  1948 
would  be  a  “terrible  year,”  and  that  1949  would 
be  worse;  on  May  17  the  government  suspended 
issuance  of  exchange  permits  for  imports  originat¬ 
ing  in  hard-currency  countries. 

The  Buenos  Aires  regime  may  have  calculated 
that  the  pressure  brought  to  bear  on  Washington 
by  American  business  interests  to  bail  them  out 
of  their  present  difficulties  in  Buenos  Aires  would 
supply  ERP  dollars  to  .Argentina  at  its  own  price. 
The  United  States  Congress,  however,  which  might 
have  been  Buenos  .Aires’  most  effective  ally  in 
obtaining  full  financing  of  its  export  surplus  with 
Western  Europe,  issued  a  forceful  denunciation 
of  Argentine  trade  practices  on  March  12  charg¬ 
ing  the  regime  with  “bleeding  of  a  starving  Eu¬ 
rope  in  order  that  inefficient  government  trading 
machinery  may  be  maintained.”  It  proposed  that 
the  projected  European  Cooperation  Administra¬ 
tion  (EC.A)  use  the  hitherto  neglected  “leverage 
provided  by  Argentina’s  critical  need  of  equip¬ 
ment,  steel  and  chemicals”  to  bring  that  country 
to  align  its  prices  with  world  prices."**  Moreover, 
the  ERP,  when  finally  enacted,  contained  a  special 
provision  instructing  the  President  to  encour¬ 
age  the  Western  Hemisphere  countries  to  give 
such  assistance  as  they  may  be  able  to  furnish  the 
sixteen  .Marshall  plan  nations.  Finally,  E(LA  itself, 
in  a  series  of  conversations  which  took  place  in 
Washington  and  Buenos  Aires  in  June,  fully  com¬ 
municated  its  refusal  to  become  a  “relief  agency” 
for  the  Argentine  government. 

Prices  at  which  Argentine  food  and  raw  ma¬ 
terials  would  move  to  market  have  been  one  ob- 

40.  See  “Study  of  the  Argentine  International  Financial  Posi¬ 
tion,”  memorandum  issued  by  the  Committee  for  Argentina  of 
the  National  Forcij;n  Trade  Council  (New  York),  April  3f), 
1948. 

41.  United  States,  Select  (Hcrtcr)  Committee  on  Foreign  Aid. 
iMtin  America  and  the  European  Kccotery  Program  (W'ashing- 
ton,  1948),  preliminary  report  23,  March  13,  1948. 
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Stacie  to  a  meeting  of  minds,  and  this  problem  is 
closely  related  to  that  of  the  amount  of  credit 
Argentina  has  offered  and  is  prepared  to  offer 
Europe  in  the  future.  As  early  as  November  of  the 
previous  year,  Miguel  Miranda  advanced  in  all 
seriousness  the  proposition  that  the  United  States 
barter  machinery  and  equipment  “at  current  world 
prices”  in  exchange  for  Argentine  grains  at  cur¬ 
rent  market  rates.'*^  In  June,  just  before  an  EGA 
representative,  H.  Struve  Hensel,  visited  Buenos 
Aires,  Miranda  claimed  the  two  countries  had 
reached  “complete  accord”  on  an  interpretation  of 
the  wheat  market  price,  but  it  was  still  not  clear 
whether  the  head  of  the  National  Economic  Coun¬ 
cil  thought  the  market  price  is  the  offer  entered  by 
the  highest  bidder. 

Even  with  partial  EGA  financing,  some  retrench¬ 
ment  in  Argentine  purchases  in  the  United  States 
would  follow,  and  it  might  be  expected  that  Amer¬ 
ican  investors  would  feel  the  pinch  even  more  se- 
verelv  in  coming  months,  since  the  Peron  admin¬ 
istration  would  be  averse  to  releasing  precious 
dollars  in  payment  of  overdue  debts,  dividend  re¬ 
mittances,  and  the  like,  that  might  instead  be  di¬ 
rected  to  the  acquisition  of  industrial  goods.  Other 
problems  in  addition  to  that  of  obtaining  exchange 
have  bedeviled  the  American  business  community 
with  Argentine  connections.  Accordingly,  the 
State  Department  has  been  urged  to  use  the 
promise  of  ERP  allocations  to  secure  a  broad 
agreement  with  Argentina  on  the  treatment  of 
foreign  capital,  and  the  EGA  has  been  under  pres¬ 
sure  to  arrange  that  some  portion  of  funds  spent 
there  he  used  to  free  the  blocked  exchange  credits 
due  United  States  investors  or  exporters.  These  are 
variouslv  estimated  at  from  $250-500  million. 

The  EGA  mission  to  Buenos  Aires  impressed 
three  facts  upon  the  Peron  government.  It  was 
stated,  first,  that  the  agency  would  not  undertake 
direct  purchasing  itself,  but  would  merely  act  as 
hanker  to  the  Marshall  plan  countries  and,  in  this 
capacitv,  desired  to  lend  as  few  dollars  as  possible. 
Second,  EGA  made  the  point  that  excellent  1948 
yields  of  wheat  in  Ganada  and  the  United  States, 
and  of  linseed  in  this  country,  had  transformed 
Argentina  into  a  buyer’s  market  in  most  grains 
and  linseed  oil,  and  that  in  consequence  lAPI 
would  now  have  to  engage  in  competitive  selling. 
In  the  third  place,  Peron  was  informed  that  joint 
EGA-State  Department  policy  required  that,  of 
anv  dollars  advanced  to  participating  nations  for 
EGA  purchases  in  the  Argentine,  a  certain  portion 

42.  Journal  of  Commerce  (New  York).  November  20,  1947. 
This  offer  was  echoed  a  vear  later  hy  Argentina’s  Amhass.ador  to 
the  Ignited  States.  !’>r.  Jeronimo  Remorino.  See  New  Yorl(  Times, 
October  19,  1948. 


should  be  set  aside  for  private  trade  in  that  coun¬ 
try,  and  another  portion  should  be  returned  to  the 
United  States  in  payment  of  old  debts.  The  exact 
proportions  of  the  amounts  that  were  to  be  allo¬ 
cated  to  these  purposes  were  not  specified.  As  of 
October  15,  EGA  had  authorized  purchases  of 
hides  and  skins,  glycerine,  and  fertilizers  on  ac¬ 
count  of  the  Allied  occupation  zones  in  Germany 
and  Austria,  amounting  to  less  than  $2.25  million. 

.srgentina’s  alternatives 

Faced  with  mounting  surpluses,  growing  sales 
resistance  from  Europe  and  South  American  neigh¬ 
bors,  and  unfilled  import  needs,  the  Peron  gov¬ 
ernment  is  no  longer  in  a  position  to  let  time  re¬ 
solve  the  economic  controversy  as  it  resolved  the 
diplomatic  misunderstanding.  Two  alternatives 
we.e  available  to  Buenos  Aires  in  this  difficult  peri¬ 
od.  One  would  be  to  delay  action  on  EGA’s  terms  in 
the  diminishing  hope  that  Washington’s  estimates 
of  world  grain  availabilities  will  prove  to  have 
been  too  optimistic.  If  coal  and  oil  needs  could  be 
filled  by  Eastern  European  countries,  and  if  West¬ 
ern  European  countries  would  release  some  of 
their  own  supply  of  dollars  in  exchange  for  Ar¬ 
gentina’s  remaining  trump,  meat,  this  course  of 
stopgap  measures  might  be  successful.  Its  cost, 
however,  would  be  high  in  terms  of  increased 
privation  for  the  Argentine  consumer,  particularly 
for  those  groups  to  which  President  Peron  looks 
for  political  support.  The  alternative  would  be  to 
meet  Washington’s  terms.  This  might  require  a 
considerable  overhauling  of  the  economic  program 
of  the  regime,  and  even  relinquishment  of  the 
state  trading  monopoly — an  action  which,  in  one 
view,  would  reveal  the  “bankruptcy  of  the  Gentral 
Bank.”'**  Recent  measures  indicate  that  the  Peron 
administration,  aware  of  the  dilemma  into  which 
it  has  been  thrust,  is  attempting  to  straddle  both 
courses.  To  avoid  the  evident  political  hazards 
which  accompany  either,  or  both  procedures,  more¬ 
over,  the  government  has  resorted  to  the  classic 
expedient  of  blaming  its  difficulties  on  external 
sources.  Thus  President  Peron  on  July  i  promised 
Argentine  workers  that  he  would  not  surrender 
the  “economic  war”  which  capitalist  countries  are 
carrying  to  Argentina.  Since  then,  he  has  hinted 
more  than  once  at  the  existence  of  an  “interna¬ 
tional  consortium”  with  which  his  domestic  op¬ 
ponents  are  leagued  to  defeat  nationalist  policies. 
On  September  24,  when  the  American  Ambassa¬ 
dor,  James  Bruce,  was  in  the  United  States  trying 
to  enlist  sympathy  in  this  country  for  a  greater 

43.  “Peron ’s  Policy  in  Danger,’’  The  Economist  (London), 
September  25.  1948. 
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volume  of  Argentine  imports  as  one  means  of 
easing  the  balance-of-payments  problem,  Peron  an¬ 
nounced  what  was  an  obviously  fabricated  plot 
against  his  life  and  linked  to  the  scheme  a  former 
employe  of  the  United  States  Embassy. 

The  .Argentine  government  finds  itself  now  in 
the  straits,  familiar  to  many  countries,  of  a  regime 
bent  on  rapid  industrialization  as  a  means  of  se¬ 
curing  greater  economic  stability  and  larger  satis¬ 
factions  for  the  depressed  classes  on  which  it  rests 
and  without  whose  support  it  falls.  Nationalism 
complicates  the  difficulties  and  hazards  of  the  task 
of  development.  President  Peron  may  now  be 
prepared  to  seek  foreign  investment,  recognizing 
that  even  under  the  most  propitious  circumstances 
national  savings  are  inadequate  for  the  task  of 
industrialization  as  he  sees  it.  Yet  the  regime  is 
deterred  by  its  own  nationalistic  character  from 
enlisting  the  financial  co-operation  of  the  great 
pvvers  on  which  at  this  juncture  the  pursuit  of 
“economic  independence”  relies.  If  in  the  period 
just  ahead  demand  for  Argentine  exports  should 
measurably  contract,  the  nationalist  government 
may  be  driven  even  farther  along  the  course  of 
economic  autarchy  than  it  had  intended  to  go, 
drawing  on  the  resources  of  its  own  national  area 
and  the  mineral  and  tropical  products  of  the  neigh¬ 
boring  region  to  sustain  and  vindicate  its  policies. 
And  observers  in  other  southern  South  American 
countries  fear  that  this  course  might  involve  them 
and  .Argentina  in  desperate  adventures. 

The  overextended  Argentine  economy  is  com¬ 
ing  with  empty  pockets  to  the  point  at  which  real 
pstwar  adjustments  must  be  made.  A  rescue  force 
from  the  United  States,  in  the  shape  of  private  or 
governmental  dollar  loans  or  EGA  procurement, 
would  not  be  of  much  avail  to  the  Argentine  gov- 
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eminent  now,  even  if  it  should  be  regarded  as 
acceptable.  Taking  the  longer  view,  can  it  be  stated 
categorically  that  the  ultimate  restoration  of  Euro¬ 
pean  trade  will  relieve  the  foreign  trade  situation 
and  thus  remove  some  of  the  incitements  to  vari¬ 
ous  forms  of  extremism?  Restoration  of  the  status 
quo  ante  would  be  undesirable  and  in  fact  impos¬ 
sible,  in  view  of  local  and  foreign  developments 
during  and  since  the  war.  So  long,  however,  as 
the  country  must  rely  on  its  raw  materials  sales  to 
furnish  the  coin  of  industrialization,  unbalanced 
trade  will  continue  to  create  difficulties  for  its 
economy.  The  Peron  government  must  be  per¬ 
suaded  to  the  view,  which  as  yet  it  does  not  share, 
that  more  income  can  be  derived  by  selling  a  larger 
volume  of  its  produce  at  fair  prices  with  reasonable 
profits,  than  by  marketing  a  reduced  production 
at  exorbitant  rates.  It  must  also  be  brought  to 
realize  that  the  Argentine  economy  has  something 
to  gain  from  freer  trade. 

A'^et  for  Washington  to  try  to  force  changes  in 
Argentine  nationalist  policy  by  the  merely  negative 
action  of  withholding  benefits  would  be  harmful 
from  the  point  of  view  of  its  interest  in  Latin 
.America  as  a  whole.  The  main  unhealthy  spot  in 
inter-American  relations  today  is  the  conflict  of 
economic  interest  between  the  capital-exporting 
United  States  and  the  underdeveloped  Latin 
American  nations,  and  Argentina  is  only  its  most 
inflamed  area.  Suasion  of  the  kind  now  being  at¬ 
tempted  by  the  United  States  Embassy  in  Buenos 
Aires  would  be  more  effective,  but  again  only  if  it 
is  backed  at  home  by  realization  that  Argentina 
must  pay  its  own  way  in  our  market,  and  by  adop¬ 
tion  of  a  more  liberal  attitude  toward  imports  of 
Argentina’s  goods  than  that  which  in  the  past  has 
embittered  relations  between  the  two  countries. 
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Background  of  the  Anglo-Argentine  Railways  Transaction 


Dy  Olive  Holmes  anu  Sarah  Matthews 

One  of  the  most  important  questions  involved  in 
the  postwar  trade  and  financial  negotiations  be¬ 
tween  Britain  and  Argentina  was  the  fate  of  the 
British-owned  railways  which  comprised  three- 
ejuarters  of  all  rail  mileage  and  6o  per  cent  of  the 
total  British  investment  in  that  country.  Figures 
alone,  however,  cannot  describe  the  significance 
of  the  three  rc^ads  in  shaping  Argentina’s  agrarian 
economy  and  linking  it  with  Britain.  As  such  they 
were  a  symbol  of  British  interest  in  the  Argentine. 
But  during  and  after  the  war  they  also  acquired 
new  importance  as  carriers  of  vitally  needed  food¬ 
stuffs  to  Europe. 

Sentiment  was  strong  in  circles  close  to  Peron 
for  nationalization  of  the  transport  services.  This 
sentiment  was  strengthened  by  knowledge  that 
the  “Mitre”  law,  which  had  governed  operations 
of  the  railway  companies  for  forty  years,  was  due 
to  e.xpire  at  the  end  of  1946,  and  also  that  sterling 
balances  were  available  for  payment.  The  Anglo- 
American  loan  agreement,  initialed  December  6, 
1945,  made  some  readjustment  imperative.  Under 
its  terms  Britain  by  July  i>,  1947  would  have  to 
remove  exchange  restrictions  on  current  sterling 
transactions  and  make  them  available  for  purchases 
anywhere  in  the  world,  as  well  as  to  arrange  that 
such  amounts  as  might  be  released  from  accumu¬ 
lated  sterling  balances  should  be  freely  convertible 
into  other  currencies.*  These  accumulated  wartime 
balances  amounted  to  roughly  ^^150  million;  the 
market  value  of  the  railways,  when  the  British 
mission  left  for  Buenos  Aires,  was  about  mil¬ 
lion,  or  slightly  over  one-third  of  the  highest  esti¬ 
mate  of  their  nominal  capital,  /2S0  million;  and 
railway  stocks  were  booming  as  the  market  antici¬ 
pated  that  the  full  amount  of  the  Argentine  bal¬ 
ances  would  be  available  for  payment. 

Whether  retained  by  the  British  companies  or 
purchased  by  Argentina,  the  railways  would  prove 
no  great  bargain  for  either  side.’  Since  1940  inter¬ 
est  returns  had  fallen  to  an  average  of  1.5  per  cent, 
and  in  1946  /[i5h.5  million  of  a  total  nominal  capi¬ 
tal  amount  of  /262.1  million  had  given  no  yield 
at  all.^  Complaints  were  rife  about  equipment, 
which  had  deteriorated  hadly  even  before  the  war, 
about  rates,  and  the  quality  of  service.  Many  Ar¬ 
gentines  resented  the  absentee  ownership  of  their 

1.  Knapp  and  Tamagna,  “Surling  in  International  Trade,” 
Federal  Reset t  e  Bulletin,  September  1947. 

2.  See  “.Argentine  Railway  Developments,"  Foreign  Commerce 
Weekly,  January  24,  1948. 

3.  “British  Investments  in  .\rgcnMna."  South  Ameriean  Journal 
(London),  January  25,  1947.  Figures  are  based  on  London 
Stock  F'xchange  quotations  and  ilircctors’  reiK)rts.  Laming 
capacity  of  the  roads  remainetl  fairly  gfx)d  throughout  tlie  ’30s  and 
the  war  years,  but  peso  depreciation  meant  that  the  sterling 
equivalent  in  1941  was  40  per  cent  lower  than  in  1929. 


coljniry’s  rail  transport  system,  the  special  privi¬ 
leges  which  the  “Mitre”  law  granted  the  foreign 
ctJiTipanies,  and  the  ways,  in  which  the  companies 
had  attempted  to  retain  their  monopoly,  .\dvo- 
cates  of  nationalization  declared  that  the  com¬ 
panies,  in  the  course  of  years  of  operations,  had 
recouped  the  investment  many  times  over.  The 
view  has  widely  held  that  the  railways’  nominal 
capital  was  watered  in  order  to  leave  a  legal  loop¬ 
hole  through  which  the  “immense  profits  flowed 
to  England”  which  should  have  stayed  in  Argen¬ 
tina  as  royalties."* 

The  companies,  on  the  other  hand,  held  that  the 
^rate  of  the  roads  was  attributable  to  the  arbitrary 
policies  of  Argentine  governments  themselves, 
’vvhich  penalized  the  companies  through  imposition 
•f  diJTcrential  exchange  rates,  wage  increases  and 
increased  charges,  while  holding  down  rates.  So 
although  the  companies  were  reconciled  to  the 
inevitable  prospect  of  liquidation,  especially  if  they 
could  thereafter  secure  re-equipment  contracts,  they 
claimed  that  just  compensation  should  be  based 
on  the  real  ca-ning  power  of  the  investment  and 
not  on  the  “artificially  depressed  earnings”  of  re¬ 
cent  years.  The  London  Economist  estimated  that 
a  fair  price  would  be  clo.ser  to  £200  million  than 
/150  million.’ 

Negotiations  between  the  two  countries  in  the 
summer  of  1946  resulted  in  an  agreement  to  form 
a  mixed  company  for  operation  of  the  railroads  in 
which  the  Argentine  government  would  partici¬ 
pate.  to  convert  the  British  holdings  into  their  peso 
equivalents,  and  to  guarantee  the  British  com¬ 
panies  a  4  per  cent  return  on  their  investment. 
Further  discu.ssions  were  subsequently  held  con¬ 
cerning  the  amount  of  British  capital  investment 
.\rgcntina  would  agree  to  recognize.  It  was  an¬ 
nounced  on  February  12,  1947  that  tentative  agree¬ 
ment  had  been  reached,  pending  approval  by  the 
T’riti.sh  stockholders,  to  the  effect  that  Argentina 
would  purchase  outright  the  railways  and  subsidi¬ 
ary  companies  at  a  compromise  price  of  /150 
million  sterling.  This  transaction,  together  with 
the  purchase  in  1946  of  the  former  French  railroads, 
brought  all  the  foreign-owned  railroads  under 
Argentine  ownershin — an  achievement  which  was 
celebrated  with  great  ceremony  throughout  the 
nation  on  March  i.  i()4^.  after  the  final  arrange¬ 
ments  for  payment  had  been  completed.*’ 

4.  For  criti'nl  discussion  of  the  railw.Tys  problem,  see  F.milie 
Dickm.in,  XaeionaUziv  i  'n  de  hs  ferrocarriles:  tin  prohlemi 
teenien-economieo  argentino  (Buenos  .Aires,  F.ditori.nl  Van- 
pu.ardi.i.  1938);  .Mfrcdrt  P.d.icios,  Soherania  ,v  soeializaeion  de 
industrias  (Buenos  Aires.  1946):  and  Felix  Weil,  Argentine 
Riddle  (New  York.  John  Day,  1944). 

5.  “Mission  to  .Arpentina,”  The  F.connmist,  June  22.  I94f>- 
t>.  See  p.  1 1)7, 


